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LEGISLATIVE POLICY (ANNOTATED)
American Institute of
Certified Public Accountants
1. The public interest warrants the licensing and regulation
of persons professing expertise in accounting who perform pro
fessional accounting services, including the expression o f opin
ions on financial statements and other information upon which
the public necessarily relies.
Protection o f the public interest is a basic tenet o f society.
G ood governments, since the beginning o f civilization, have en
acted laws protecting the health and welfare of the public.
These basic human rights are protected, and indeed may only
be secure, when the financial resources and econom ic well
being of society are guarded. Today, financial decisions are
made, and resources are allocated, by reference to financial re
ports and other accounting data. These reports and data must
be fair and must be believable. Both qualities are enhanced by
the professional certified public accountant’s work, and his
function needs to be regulated for the public’s sake.
The state, under its police power, may pass laws to protect
the public against fraud, deception or the consequences
o f ignorance and incapacity, and may exact the requisite
degree o f skill and learning o f persons in professions and
pursuits which affect the public health or welfare, such as
accountancy. (Davis v. Allen, 307 S.W. 2d 800, Tenn. Ct.
App., 1957.)
2. There is no such compelling need for licensing and regula
tion o f persons offering record-keeping and elementary ac
counting services performed at the instance of, and for the
benefit of, employers and clients. Nor is licensing required in
connection with the preparation o f tax returns because o f reg
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ulatory and disciplinary authority presently possessed by the
Internal Revenue Service and other taxing authorities.
Freedom o f enterprise is a basic concept of American philos
ophy which must be evaluated against the public’s right to pro
tection when determining activities that need to be regulated.
There does not appear to be a compelling public interest in re
stricting the services noted above to licensed persons only. At
the same time, courts have held that the expression o f opinions
on financial statements and data on which credit grantors, gov
ernment officials, investors, and other third parties may rely,
clearly involves the public interest in such a way as to require
regulation. Professional accounting services deemed to merit
regulation are perhaps well summarized in a 1964 decision of
the Tennessee Court of Appeals. The Court said,
The Courts have generally recognized that the practice of
public accountancy is a highly skilled and technical. .. pro
fession and, as such, may be regulated by the legislature
within proper limits. . . . However, the Courts consistently
have held that legislation which prohibits noncertified ac
countants from practicing the profession o f accountancy is
invalid as it infringes upon rights o f contract in matters o f
purely private concern bearing no perceptible relation to
the general or public welfare. And, in so doing, the Courts
have indicated that bookkeeping and similar technical ser
vices— as contrasted with auditing and expressing opinions
on financial statements— do not involve a sufficient public
interest to permit legislative interference with the normal
right o f an individual to deal with anyone he chooses. . . .
(State of Tennessee ex rel. State Board of Accountancy v.
Bookkeepers Business Service Co., 382 S.W. 2d 559, Tenn.
Ct. App., 1964.)
Licensure o f tax return preparers would be difficult to ad
minister and ineffective. A major disadvantage is that tax au
thorities would not automatically obtain information about the
returns prepared by a licensee. Without such information, it
would be difficult to check on the com petence or honesty of
the return preparer. Moreover, licensure would not prevent im
proprieties associated with advertising by commercial tax re
turn preparers and tax return preparers who are unethical. Fur
ther, the federal government should be given a fair chance to
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succeed in its current program o f testing methods o f regulating
tax return preparers.
3.
The practice o f professional accountancy should ultimate
ly be restricted to certified public accountants who have dem 
onstrated com petency by passing the Uniform CPA Examina
tion, by fulfilling educational and other requirements, and by
continuing to meet professional standards. State boards o f ac
countancy entrusted with administration o f public accountancy
laws should be comprised o f certified public accountants who
are qualified to assess the performance o f other certified public
accountants.
Professional accounting services should be performed by
persons charged with maintaining the highest technical and
ethical standards established to protect the public in matters
affected by the practice of public accounting. Certified public
accountants are recognized as meeting such standards.
Public accounting is a specialized field that the legislature
has seen fit to regulate, and a certified public accountant
indicates to the public that one holding such a certificate
possesses the highest sort of qualifications and is one in
whom may be placed the utmost trust and confidence.
(Smith V. State Board of Accountancy, 271 S.W. 2d 875,
Ky. Ct. App., 1954.)
The licen sure and regulation o f professionals should be con
ducted as a professional function. That is, professional acts and
the ability to meet established requirements o f a licensee are
best judged by his peers. State boards o f accountancy have as
their responsibility the maintenance o f adherence to high tech
nical and ethical standards. In this policing activity, board
members would have to be at least as highly qualified as any
licensee to judge whether the licensee’s professional activities
conform with standards established to protect the public
interest.
4.
The enactment o f a regulatory accountancy law is not in
tended to deprive persons who are practicing public accounting
as principals at the time o f passage o f the law o f their means of
livelihood, and they should be permitted to register as public
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accountants and becom e subject to regulation. All further
registration or licensing to practice public accountancy should
be limited to persons demonstrating their com petence as certi
fied public accountants.
Registration o f public accountants is appropriate to protect
the interests o f those who at the time o f the enactment o f a law
had been entitled to assume the designation “public accoun
tant.” However, provision should not be made for additions to
the ranks o f public accountants. The intention is to protect
the constitutional rights o f those already engaged in public
accounting—not to create a permanent second class o f profes
sional accountants. Those who would enter public practice in
the future should do so only by satisfying educational and other
requirements and b y passing the Uniform CPA Examination.
5.
The accounting profession serves a broad public interest
as evidenced by the similarity o f accounting needs in all polit
ical jurisdictions. In order that it may serve this interest, uni
form licensing and regulatory requirements should be estab
lished, and unnecessary restrictions o f a local character should
be avoided.
Diversity in requirements for the CPA certificate tends to
create confusion over the meaning o f the certificate. Further,
doubt is raised as to the comparability o f the com petence of
CPAs. Accounting principles and auditing standards used in
the practice o f public accounting are national in scope; they are
not subject to limitations imposed by geographical boundaries.
The preponderance o f interstate com m erce in our econom y
makes it necessary for qualified accountants to practice across
state borders in response to the needs o f the public.

4

Memorandum to the Legislature
In Support of the
Model Accountancy Bill
The CPA and the Uniform CPA Examination
A certified public accountant (CPA) is one of 150,000 in
dividuals who have demonstrated their com petence to enter
the accounting profession by fulfilling educational and other
requirements and passing the Uniform CPA Examination.
The CPA examination tests the entry-level competence o f an
individual to perform the services o f a professional accountant.
The examination, a two and one-half day test administered
under controlled conditions, is designed to determine the can
didate’s knowledge o f accounting theory and practice, auditing
standards, and business law. The examination is prepared by
the Board of Examiners o f the American Institute o f CPAs (the
national professional society o f CPAs) with the cooperation of
the National Association of State Boards o f Accountancy
(members of the state licensing boards for accountants) and the
American Accounting Association (the national organization of
university accounting professors). The examination is adminis
tered semiannually by state boards o f accountancy throughout
the country.
Provisions
The bill establishes a board o f accountancy to govern the
practice o f public accountancy. The board sets standards and
has the authority to take disciplinary action against CPAs
whose conduct is deemed unprofessional.
An unregistered person is prohibited from using a title that
may cause the public to believe that he is designated by the
state as a professional accountant. An unregistered person may
not sign a report on financial statements in such a way as to
add credibility to them in the eyes o f bankers, credit grantors.
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highway commissions, school boards, municipalities, govern
mental agencies, stock exchanges, prospective purchasers of a
business, stockholders, and other “ third parties” who must rely
upon the competence o f professional accountants. It should be
noted that this proposed legislation does not in any way restrict
individuals from engaging in such activities as internal audit
ing, bookkeeping, tax return preparation, and management
consulting.
The rights of those persons who are currently known as pub
lic accountants (PAs) are protected. Such persons are per
mitted to register under the provisions o f this act. However,
in the future, all persons who engage in the professional prac
tice o f public accounting must meet the qualifications of, and
be registered as, CPAs.
Justification
The public interest requires that certain professions be regu
lated to assure that the public is protected from unqualified
practitioners. The regulation of the practice o f public accoun
tancy serves the public interest in much the same way as the
regulation o f the practice o f medicine and law.
Audited financial statements are used by the public to help
make crucial decisions. People who risk money on the basis of
financial statements and related audit reports are entitled to
assume that those accountants who have demonstrated their
competence under state law (CPAs) are differentiated from
those who have not. (The public cannot reasonably be ex
pected to investigate the underlying qualifications of each
accountant.)
Because this legislation is in the public interest, its adoption
is urged.
Fiscal Implications
The fees and other monies received by the board of ac
countancy should be sufficient to implement the provisions
o f this act.
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Model Accountancy Bill
An Act to regulate the practice o f public accounting in the
public interest; to create a board of accountancy and to pre
scribe its powers and duties; and to provide penalties for
violations o f the provisions o f this Act.

1
2
3
4

SECTION 1 N ame
This Act may be cited as the “Public Accountancy Act of
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19______ .”

7

It is the policy o f this State, and the purpose o f this Act, to
promote the dependability o f information which is used for
guidance in financial transactions or for accounting for or as
sessing the status or performance o f commercial and noncom 
mercial enterprises, whether public or private. The public in
terest requires that persons attesting as experts in accountancy
to the reliability or fairness o f presentation o f such informa
tion be qualified in fact to do so; that a public authority com pe
tent to prescribe and assess the qualifications o f public accoun
tants be established; and that the attestation o f financial in
formation by persons professing expertise in accountancy be
reserved to persons who demonstrate their ability and fitness to
observe and apply the standards o f the accounting profession.
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Comment
This section clearly states the intent o f this act: to protect the
public. It is the responsibility o f government to pass laws that
assure the highest level o f professional com petency and to pro
tect the general public from those who are incapable of per
forming the duties expected or who abuse their position o f pub
lic trust. It is the public interest that requires that the practice
of public accountancy be regulated and, therefore, justifies this
legislation.
A CPA must have acquired the profession’s bod y o f knowl-
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edge and must use it with keen perception and objectivity. By
regulating the practice o f public accounting and permitting
only qualified individuals to perform certain duties, the public
is assured that those who provide public accounting services
are capable of doing so. An individual who is entitled to be
known as a CPA has met at least the minimum standards nec
essary to assure the public that he has the knowledge neces
sary to perform his duties as a professional. Permitting a prac
titioner who does not have the qualifications of a CPA to per
form the attest function or use a title that implies expert knowl
edge o f accounting is confusing and harmful to the public.
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SECTION 2 D efinitions
(1) Board. The term “ Board” when used in this Act means
the “ Board of Accountancy” created by Section 3 o f this
Act.

16
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(2) Masculine terms when used herein shall also include the
feminine.
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(3) State. The term “ State” when used in this Act includes
any state, territory or insular possession o f the United
States or the District of Columbia.
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SECTION 3 B oard of A ccountancy
(a) There is hereby created a Board o f Accountancy in and for
the State o f ______________ , to be known as th e __________
Board o f Accountancy. The Board shall consist o f
________ members appointed by the Governor. Members
o f the Board shall be residents o f this State who hold certi
fied public accountant certificates issued under the laws o f
this State and w ho are in practice as certified public ac
countants. The members of the Board first to be appointed
shall hold o ffic e ,__________________ for one y e a r,-------------for two years, and
for three years from the effec
tive date o f this Act, the term o f each to be designated by
the Governor. Their successors shall be appointed for
terms of three years. Vacancies occurring during a term
shall be filled by appointment for the unexpired term. U p
on the expiration o f his term o f office, a member shall con
tinue to serve until his successor shall have been ap-
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pointed and shall have qualified. The Governor shall re
m ove from the Board any member whose permit to practice
has becom e void or has been revoked or suspended and
may, after hearing, remove any member o f the Board for
neglect o f duty or other just cause. No person who has
served two successive complete terms shall be eligible for
reappointment until after the lapse of one year. Appoint
ment to fill an unexpired term is not to be considered as a
complete term.
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(b) The Board shall elect annually a president (or chairman), a
secretary, and a treasurer from its members. The Board
may adopt, and amend from time to time, regulations for
the orderly conduct o f its affairs and for the administration
o f this Act. A majority o f the Board shall constitute a quor
um for the transaction of business. The Board shall have a
seal which shall be judicially noticed. The Board shall keep
records o f its proceedings, and in any proceeding in court,
civil or criminal, arising out o f or founded upon any pro
vision o f this Act, copies o f said records certified as correct
under the seal o f the Board shall be admissible in evidence
as tending to prove the content o f said records. The Board
may employ such personnel and arrange for such assis
tance as it may require for the performance o f its duties.
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(c) Each member o f the Board shall be paid $
for each
day or portion thereof spent in the discharge o f his official
duties and shall be reimbursed for his actual and necessary
expenses incurred in the discharge o f his official duties.

24

(d) The Board shall file an annual report of its activities with
the Governor o f this State, and such report shall include a
statement o f all receipts and disbursements.

28
29

(e) The Board shall prescribe such rules and regulations not
inconsistent with the provisions o f this Act as it deems con
sistent with, or required by, the public welfare and policy
set forth in Section 1. Such rules and regulations may
include—
(1) Rules o f procedure for governing the conduct o f mat
ters before the Board.
(2) Rules o f professional conduct for establishing and
maintaining high standards o f com petence and inte
grity in the profession o f public accountancy.
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(3) Regulations governing educational requirements for
issuance of the certificate of certified public accoun
tant, and prescribing further educational requirements
(“requirements o f continuing education” ) to be met
from time to time by the holders o f such certificates,
in order to maintain their professional knowledge and
competence, as a condition to continuing in the prac
tice o f public accountancy.
(4) Regulations governing corporations practicing public
accounting, including, but not limited to, rules con
cerning their style, name, title, and affiliation with any
other organization, and establishing reasonable stand
ards with respect to professional liability insurance
and unimpaired capital, and prescribing joint and sev
eral liability for torts relating to professional services
for shareholders o f any such corporation failing to
com ply with such standards.
(5) Any other rule or regulation which the Board deems
necessary or appropriate in exercising its functions
under this Act.
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At least 60 days prior to the promulgation o f any rule, reg
ulation, or amendment thereto under Subsection (e) o f this
Section or under any other provision o f this Act, the Board
shall mail copies o f the proposed rule, regulation, or
amendment to each holder o f a permit issued under Sec
tion 12 o f this Act with a notice advising him o f the pro
posed effective date o f the rule, regulation, or amendment
and requesting that he $ubmit his comments thereon at
least 15 days prior to such effective date, provided that
such comments shall be advisory only, and failure to mail
such rule, regulation, amendment, or notice to all such per
mit holders shall not affect the validity o f any such rule,
regulation, or amendment.

Comment
The board o f accountancy is the administrator o f the public
accounting law. It is vital that professionals who have
the ability and desire to regulate the profession comprise the
board. T o assure that the members of the board have the
necessary technical knowledge required to oversee the profes10

sion, each member must hold a CPA certificate and be in prac
tice as a CPA.

1
2

General rule-making powers are provided to meet the re
quirements o f rapidly changing conditions.

3
4

Specific authority is granted to the board to prescribe rules
and regulations concerning continuing education. The board’s
responsibilities to the public include determining that all prac
ticing CPAs maintain their proficiency. Each state board must,
o f course, promulgate rules and regulations that will not place
an unreasonable burden on the individual practitioner. Because
demands on the profession may change rapidly, specific re
quirements for continuing education are not included in the
statute but rather are left to administrative determination. (See
Section 12.)
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The provision permitting the board to issue regulations re
garding insurance coverage applicable to corporations prac
ticing public accounting deserves careful attention. The board
would be authorized, among other things, to deny the share
holders o f an accounting corporation the customary perquisite
o f limited liability unless the corporation maintains a minimum
capitalization or liability insurance coverage satisfactory to the
board.
If specific requirements o f capitalization and insurance must
be inserted directly in the statute, the profession’s recom 
mendation should be considered: the AICPA’s Council en
dorses minimum capitalization or professional liability insur
ance coverage of $50,000 for each shareholder/officer and
professional employee or $2,000,000, whichever is less, as a
condition o f limited liability.
SECTION 4 C ertified P ublic A ccountants
The certificate o f “ certified public accountant” shall be
granted by the Board to any person (a) who is a resident of
this State or has a place o f business herein or, as an employee,
is regularly em ployed herein, and (b) who has attained the age
o f ---------, and (c) who is o f good moral character, and (d) who
meets the requirements o f education as hereinafter provided:
(1) During the five-year period immediately following the ef
fective date o f this Act, the education requirement shall be
11
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a baccalaureate degree conferred by a college or university
recognized by the Board, with a concentration in account
ing, or what the Board determines to be substantially the
equivalent o f the foregoing, or with a nonaccounting con
centration supplemented by what the Board determines to
be substantially the equivalent o f an accounting concentra
tion, including related courses in other areas o f business
administration;
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(2) After the expiration o f the five-year period immediately
following the effective date o f this Act, the education re
quirement shall be a baccalaureate degree conferred by a
college or university recognized by the Board and not less
than 30 semester hours additional study, the total educa
tional program to include an accounting concentration or
its equivalent and such related subjects as the Board shall
determine to be appropriate;
and (e) who shall have passed a written examination in account
ing and auditing and such related subjects as the Board shall
determine to be appropriate.
None o f the education requirements specified in (1) or (2)
above shall apply to a candidate who is registered as a public
accountant under Section 6 hereof or who, on the effective date
o f this Act, was em ployed as a staff accountant in this State by
anyone practicing public accounting, provided that such candi
date shall be required to demonstrate to the satisfaction o f the
Board four years experience in the practice o f public account
ing or equivalent experience in industry, government, or col
lege teaching acceptable to the Board.
The Board may, in its discretion, waive the education re
quirement for any candidate if it is satisfied from the result o f a
special written examination given the candidate by the Board
to test his educational qualifications that he is as well equipped,
educationally, as if he met the applicable education require
ment specified in (1) or (2) above. The Board may provide by
regulation for the general scope o f such examinations and may
obtain such advice and assistance as it deems appropriate to
assist it in preparing and grading such special examinations.
The examination described in (e) above and the special
examinations referred to in the preceding paragraph shall be
held by the Board and shall take place as often as the Board
12

shall determine to be desirable, but the examination described
in (e) above shall be held not less frequently than once each
year. The Board may make such use o f all or any part of the Uni
form Certified Public Accountant Examination and Advisory
Grading Service as it deems appropriate to assist it in perform
ing its duties hereunder.
A candidate who has met the education requirement, or who
expects to meet it within 120 days following the examination, or
with respect to whom it does not apply or has been waived, shall
be eligible to take the examination, provided he also meets
the requirements of (a), (b), and (c) above. In the case o f any
candidate admitted to the examination on the expectation that
he will complete his education requirement within 120 days, no
certificate shall be issued, nor shall credit for the examination
or any part o f it be given, unless such requirement is in fact
completed within that time or within such time as the Board in
its discretion may determine upon application.
The Board may, by regulation, provide for granting credit
to a candidate for his satisfactory completion o f a written ex
amination in any one or more o f the subjects specified in (e)
above given by the licensing authority in any other state, pro
vided that when he took such examination in such other state
he was not a resident of this State and, as an employee, was not
regularly em ployed in this State. Such regulations shall include
such requirements as the Board shall determine to be appro
priate in order that any examination approved as a basis for
any credit shall, in the judgment o f the Board, be at least as
thorough as the most recent examination given by the Board at
the time o f the granting o f such credit.
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The Board may by regulation prescribe the terms and condi
tions under which a candidate who passes the examination in
one or more o f the subjects indicated in (e) above may be re
examined in only the remaining subjects, with credit for the
subjects previously passed. It may also provide by regulation
for a reasonable waiting period for a candidate’s re-examina
tion in a subject he has failed. Subject to the foregoing and such
other regulations as the Board may adopt governing re-exam
inations, a candidate shall be entitled to any number o f re
examinations under (e) above.
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31

In general, the applicable education requirements under Sub-
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sections (1) or (2) o f (d) above shall be those in effect on the
date of the examination by which the candidate successfully
completes his examination under (e) above; but, the Board may
provide by regulation for exceptions to the general rule in order
to prevent what it determines to be undue hardship to candi
dates resulting from changes in the education requirements
as provided in Subsections (1) and (2).
The Board shall charge each candidate a fee, to be deter
mined by the Board, not in excess o f $ ----------------------for the
initial examination provided for in (e) above and not in excess
o f $ _________ for any special examination for a waiver o f the
education requirement.
Fees for re-examinations under (e) above shall also be
charged by the Board in amounts determined by it, but not in
excess o f $ ______________ for each subject in which the candi
date is re-examined.
Comment
It is recommended that the minimum age requirement for the
CPA certificate be the same as the age o f majority.
The proposed education requirements in this section are sub
stantially the same as those recommended by the profession:
the AICPA’s governing Council recommends a fifth year of col
lege study. A state should move toward such a requirement in
two steps at five-year intervals.
The education requirement should be drafted to suit the con
ditions existing in each state. The few states that do not now
require a baccalaureate degree should do so as a transitional
step to the fifth-year requirement. Those states that now re
quire a baccalaureate degree should m ove to require a fifth
year o f study.
The AICPA favors the kind o f curriculum described by the
committee on education and experience requirements: approxi
mately 40 percent general education and 60 percent account
ing, auditing, taxes, computer systems, general business, and
similar subjects.
The objective o f the formal education requirement is to as
sure that the candidate has gained knowledge in those disci
plines included in the bod y o f knowledge needed by beginning
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CPAs. Many different combinations of courses can meet this
objective. Rigidity in the content of the education requirements
is to be avoided in these times o f rapid change. Degree designa
tions, course titles, and credit hours should not be spelled out in
legislation. It is even desirable that regulations promulgated
under the accountancy act should not be specific as to the con
tent o f the education requirement.
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It should be noted that, although public accounting experi
ence is not required as a prerequisite for the CPA certificate,
experience may be required to obtain a permit to practice. (See
Section 12.)
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SECTION 5

12

T emporary C ertificate and P ermit
C ertified P ublic A ccountant

as a

In the event an applicant for a certificate and permit as a cer
tified public accountant meets all o f the requirements for
such a certificate and permit (other than the requirements o f
Subsection (a) o f Section 4 hereof, that he be a resident o f this
State or have a place o f business herein or, as an employee, be
regularly employed herein), the Board may, in its discretion,
issue to him a temporary certificate and permit as a certified
public accountant, which shall be effective only until the Board
shall notify him that his application has been either granted or
rejected. In no event shall such temporary certificate or permit
be in effect for more than______months after the date o f its is
suance.
Comment
This essential provision allows a nonresident to apply for a
temporary certificate if such person has satisfied all o f the re
quirements for a certificate except the requirements of Sub
section (a) o f Section 4 (that the person be a resident of the
state or have a place of business in the state).

SECTION 6 P ublic A ccountants— R egistration T hereof
Any person (a) who is a resident o f this State or has a place
of business herein, and (b) who has attained the age o f --------years, and (c) who is o f good moral character, and (d) who
meets the requirements o f Subdivision (1) or (2) of this Section
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may register with the Board as a public accountant on or before
th e ______day o f ___________ , 19_______

3

(1) Persons who held themselves out to the public as public
accountants and who were engaged as principals (as dis
tinguished from employees) within this State at the effec
tive date o f this Act in the practice o f public accounting as
their principal occupation.
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(2) Persons serving in the armed forces o f the United States o f
America at the effective date o f this Act, who immediately
prior to entering such service held themselves out to the
public as public accountants and were engaged as princi
pals (as distinguished from employees) within this State
in the practice of public accounting as their principal occu
pation. In the case of any such person, the time for regis
tration shall be extended for a period o f ______ months
from the time such person is separated from active duty
with such service.
The Board shall charge a fee, not to exceed $ ______, for regis
tration hereunder.
The Board shall in each case determine whether the appli
cant is eligible for registration. Any individual who is so regis
tered and who holds a permit issued under Section 12 o f this
Act shall be styled and known as a “public accountant.”
Comment
This section provides that those persons who were prac
ticing public accountants on the effective date of this act shall
be permitted to continue practicing and may call themselves
“public accountants” (PAs). This provision is intended to rec
ognize the interests o f principals whose livelihood may be de
pendent upon their continuing to practice public accounting.
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No provision is made for the continuing registration o f PAs
in the future, because the purpose o f this act is to enable only
professionals o f demonstrated com petence (CPAs) to be li
censed by the state. Inasmuch as CPAs will be licensed, anyone
else who wishes to practice public accounting, except for those
in practice as principals at the time this act takes effect, should
have to meet the standards expected of CPAs.
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There is no logic in licensing two classes o f individuals with

31
32
33
34
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titles indicating expert knowledge o f accounting to do virtually
the same thing if the individuals can choose between high and
low qualifying standards. Invariably the quality o f practice in
the state will be judged in terms o f the least com m on denom 
inator. The public expects and requires that professionals who
serve society be qualified at the highest level.

SECTION 7 F oreign A ccountants— R egistration T hereof
The Board may, in its discretion, permit the registration o f
any person of good moral character who is the holder in good
standing o f a certificate, license, or degree in a foreign country,
constituting a recognized qualification for the practice o f public
accounting in such country. A person so registered shall use
only the title under which he is generally known in his own
country, follow ed by the name o f the country from which he
received his certificate, license, or degree.
Comment
This section gives effect to the recommendations of the
AICPA that a qualified professional accountant of a foreign
country, in possession of a certificate, license, or degree that
constitutes a recognized qualification for the practice o f public
accountancy in that country and that is issued under acceptable
professional standards be permitted to practice in this country.
Subject to requirements such as registration or payment o f fees,
he should be permitted to use the title under which he is regis
tered in his own country, provided that such country is indicated.
Accounting practice is international in scope. If other coun
tries are expected to recognize the right of CPAs to practice
abroad, the right of qualified foreign accountants to practice
here must also be recognized.
SECTION 8

C orporations
A ccounting

for the

P ractice

of

P ublic
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One or more individual persons may organize a corporation
for the practice of public accounting under the general cor
poration law. The corporation shall not be required to have
more directors than shareholders, but at least one director shall
be a shareholder. The other directors need not, but may, be
shareholders.
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Comment
The bill permits incorporation under general stock corpora
tion law and the practice o f accountancy by such a corporation
as long as it satisfies certain specific conditions of registration
with the board o f accountancy.
For a number o f reasons, this approach seems preferable to
creating a new and separate corporation law for accountants.
For one thing, the scope and meaning o f stock corporation
statutes have been interpreted by the courts. For another, ques
tioning the corporate status o f a company organized under gen
eral corporation law is more difficult than questioning a com 
pany under a hybrid professional corporation statute. The right
of corporations organized under general stock corporation law
to qualify to do business in other jurisdictions also is better
established than the right o f corporations organized under
special professional corporation law. Jurisdictions that have pre
viously adopted a Professional Corporations Act, however, may
feel that it is to their advantage to adjust this section and in
clude it in the Professional Corporations Act.
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SECTION 9
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A partnership engaged in this State in the practice o f public
accounting may register with the Board as a partnership o f cer
tified public accountants, provided it meets the following re
quirements:
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P artnerships and C orporations C omposed of
C ertified P ublic A ccountants— R egistration
T hereof

(a) At least one general partner thereof must be a certified
public accountant o f this State in good standing.
(b) Each partner thereof must be a certified public accountant
o f some state in good standing.
(c) Each resident manager in charge o f an office o f the partner
ship in this State and each partner thereof personally en
gaged within this State in the practice o f public accounting
as a member thereof must be a certified public accountant
o f this State in good standing.
A corporation organized for the practice o f public accounting
may register with the Board as a corporation o f certified pub
lic accountants, provided it meets the following requirements:
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(a) The sole purpose and business o f the corporation must be
to furnish to the public services not inconsistent with this
Act and the regulations o f the Board, provided that the cor
poration may invest its funds in a manner not incompatible
with the practice o f public accounting.
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(b) Each shareholder of the corporation must be a certified
public accountant o f some state in good standing and must
be principally em ployed by the corporation or actively en
gaged in its business. N o other person shall have any in
terest in the stock o f the corporation. The principal officer
o f the corporation and any officer or director having au
thority over the practice o f public accounting by the corpo
ration must be a certified public accountant o f some state
in good standing.
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(c) At least one shareholder o f the corporation must be a cer
tified public accountant o f this State in good standing.
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(d) Each resident manager in charge o f an office o f the corpo
ration in this State and each shareholder or director per
sonally engaged within this State in the practice o f public
accounting must be a certified public accountant o f this
State in good standing.
(e) In order to facilitate compliance with the provisions o f this
Section relating to the ownership o f stock, there must be a
written agreement binding the corporation or the qualified
shareholders to purchase any shares offered for sale by, or
not under the ownership or effective control of, a quali
fied shareholder and binding any holder not a qualified
shareholder to sell such shares to the corporation or the
qualified shareholders. The agreement must be noted on
each certificate of corporate stock. The corporation may
purchase any amount of its stock for this purpose, notwith
standing any impairment o f capital, so long as one share
remains outstanding.
(f)

The corporation must be in compliance with such other
regulations pertaining to corporations practicing public ac
counting in this State as the Board may prescribe.

Application for registration must be made upon the affidavit
o f a general partner or shareholder who is a certified public ac
countant o f this State in good standing. The Board shall in each
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case determine whether the applicant is eligible for registration.
A partnership or corporation which is so registered and which
holds a permit issued under Section 12 o f this Act may use the
words “ certified public accountants” or the abbreviation
“CPAs” in connection with its partnership or corporate name.
Notification shall be given the Board, within one month, after
the admission or withdrawal o f a partner or shareholder from
any partnership or corporation so registered.
Comment
This section provides for the registration and regulation of
partnerships and corporations engaged in the practice o f public
accounting (CPA partnerships and corporations).
To assure that partnerships are able to perform their profes
sional duties and to guarantee proper state supervision, the
statute provides that each partner must be a CPA, and at least
one partner must hold a CPA certificate issued by the state in
which the partnership is practicing. The proposed statute fur
ther provides that each resident manager o f an office and each
partner personally engaged in public accounting within the
state hold a CPA certificate issued by the state in which such
partner’s office is located.
To assure the professional nature o f public accounting (CPA)
corporations, ownership and management requirements are
placed on corporations which are similar to those imposed on
partnerships.
The requirements noted in this section implement the stand
ards recommended by the AICPA’s governing Council for
such corporations.
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SECTION 10

31

A partnership engaged in this State in the practice o f public
accounting may register with the Board as a partnership of
public accountants provided it meets the following re
quirements:

32
33
34
35
36
37

P artnerships and C orporations C omposed of
P ublic A ccountants— R egistration T hereof

(a) At least one general partner thereof must be a certified
public accountant or a public accountant of this State in
good standing.
20

(b) Each partner thereof personally engaged within this State
in the practice o f public accounting as a member thereof
must be a certified public accountant or a public accoun
tant o f this State in good standing.
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(c) Each resident manager in charge o f an office o f a firm in
this State must be a certified public accountant or a public
accountant o f this State in good standing.

6

A corporation organized for the practice o f public accounting
may register with the Board as a corporation o f public accoun
tants provided it meets the following requirements:

9

(a) The sole purpose and business o f the corporation must be
to furnish to the public services not inconsistent with this
Act and the regulations o f the Board, provided that the
corporation may invest its funds in a manner not incom
patible with the practice o f public accounting.
(b) Each shareholder o f the corporation must be a certified
public accountant or a public accountant of this State in
good standing and must be principally em ployed by the
corporation or actively engaged in its business. No other
person shall have any interest in the stock o f the corpora
tion. The principal officer o f the corporation and any officer
or director having authority over the practice of public ac
counting by the corporation must be a certified public ac
countant or a public accountant o f this State in good stand
ing.
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(c) Each resident manager in charge o f an office o f the cor
poration in this State must be a certified public accoun
tant or a public accountant o f this State in good standing.
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(d) In order to facilitate compliance with the provisions o f this
section relating to the ownership o f stock, there must be a
written agreement binding the corporation or the qualified
shareholders to purchase any shares offered for sale by, or
not under the ownership or effective control of, a qualified
shareholder and binding any holder not a qualified share
holder to sell such shares to the corporation or the quali
fied shareholders. The agreement must be noted on each
certificate of corporate stock. The corporation may pur
chase any amount of its stock for this purpose, notwith-
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standing any impairment o f capital, so long as one share
remains outstanding.
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(e) The corporation must be in compliance with such other
regulations pertaining to corporations practicing public ac
counting in this State as the Board may prescribe.

6

Application for registration must be made upon the affidavit
o f a general partner or shareholder who holds a permit to prac
tice in this State as a certified public accountant or as a public
accountant. The Board shall in each case determine whether
the applicant is eligible for registration. A partnership or cor
poration which is so registered and which holds a permit issued
under Section 12 o f this Act may use the words “ public accoun
tants” in connection with its partnership or corporate name.
Notification shall be given the Board, within one month, after
the admission to or withdrawal o f a partner or shareholder
from any partnership or corporation so registered.
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SECTION 11 O ffices— R egistration T hereof
Each office established or maintained in this State for the
practice o f public accounting in this State by a certified public
accountant, or partnership or corporation of certified public ac
countants, or by a public accountant or a partnership or corpo
ration o f public accountants, or by one registered under Section
7, shall be registered annually under this Act with the Board,
but no fee shall be charged for such registration. Each such
office shall be under the direct supervision of a resident man
ager who may be either a principal, shareholder, or a staff
employee holding a permit under Section 12 o f this Act, which
is in full force and effect, provided that the title or designation
“ certified public accountant” or the abbreviation “ CPA” shall
not be used in connection with such office unless such resident
manager is the holder of a certificate as a certified public ac
countant under Section 4 o f this Act and a permit issued under
Section 12 o f this Act, both o f which are in full force and effect.
Such resident manager may serve in such capacity at one
office only.
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The Board shall by regulation prescribe the procedure to be
followed in effecting such registrations.
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Comment
This section provides that every office established or main
tained in the state for the practice o f public accounting shall
register with the board of public accountancy. Such office must
be under the direct supervision o f a person who holds a permit
to practice public accounting pursuant to Section 12 o f this act.
The designation CPA or certified public accountant may only
be used in representing the office if the supervisor o f such o f
fice is a CPA pursuant to Section 4 of this act and holds a per
mit pursuant to Section 12.
The public interest requires that offices established to pro
vide public accounting services be supervised by an individual
who is regulated by the state. By providing that every public
accounting office be supervised by an individual who is rec
ognized by the state as a CPA or PA, the public is pro
tected from the possibility o f being unknowingly served by
those who are not so regulated.

SECTION 12 A nnual P ermits to P ractice
(a) Permits to engage in the practice o f public accounting in
this State shall be issued by the Board to holders o f the cer
tificates o f certified public accountant issued under Section
4 o f this Act who shall have furnished evidence satisfactory
to the Board o f compliance with the requirements o f Sub
section (b) o f this Section, and to persons, partnerships,
and corporations registered under Sections 6, 7, 9, and 10
o f this Act, provided all offices o f such certificate holder or
registrant are maintained and registered as required under
Section 11 o f this Act, and further provided that holders o f
certificates issued pursuant to Section 4 hereof may be re
quired as a condition o f issuance o f a permit pursuant to
this Section to demonstrate, in accordance with regulations
issued by the Board, experience not to ex ceed --------- years
in the practice o f public accountancy or such other experi
ence or employment as the Board in its discretion shall re
gard as substantially equivalent thereto.
There shall be an annual permit fee in an amount to be
determined from time to time b y the Board, not to exceed
$ ------- . All permits shall expire on the last day o f _____ of
each year and may be renewed annually for a period o f one

23

1
2
3
4
5

6
7

8
9

10
11
12
13
14
15
16
17

18
19

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

1
2

year by certificate holders and registrants in good stand
ing upon payment o f an annual renewal fee not to exceed
$ _____ Failure o f a certificate holder or registrant to apply
for such annual permit to practice within (a) three years
from the expiration date o f the permit to practice last ob 
tained or renewed, or (b) three years from the date upon
which the certificate holder or registrant was granted his
certificate or registration, if no permit was ever issued to
him, shall deprive him o f the right to such permit, unless
the Board, in its discretion, determines such failure to have
been due to reasonable cause or excusable neglect. In such
case the renewal fee or the fee for the issuance of the orig
inal permit, as the case may be, shall be such amount as the
Board shall from time to time determine, but not in excess
o f $ _________
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(b) After the expiration of the three-year period immediately
following the effective date o f Board regulations estab
lishing requirements of continuing education, every appli
cation for renewal o f an annual permit to practice by any
person who has held a certificate as a certified public ac
countant for three years or more shall be accompanied or
supported by such evidence as the Board shall prescribe of
satisfaction of such requirements during the last three
years preceding the application. Failure by an applicant
for renewal of an annual permit to furnish such evidence
shall constitute ground for revocation, suspension, or re
fusal to renew such permit in a proceeding under Section
13 o f this Act, unless the Board in its discretion shall deter
mine such failure to have been due to reasonable cause or
excusable neglect. The Board, in its discretion, may renew
an annual permit to practice despite failure to furnish ev
idence o f satisfaction o f requirements o f continuing educa
tion upon condition that the applicant follow a particular
program or schedule o f continuing education. In issuing
rules, regulations, and individual orders in respect o f re
quirements of continuing education, the Board in its dis
cretion may, among other things, use and rely upon guide
lines and pronouncements o f recognized educational and
professional associations; may prescribe for content, dur
ation, and organization o f courses; shall take into account
the accessibility to applicants o f such continuing education
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as it may require, and any impediments to interstate prac
tice o f public accountancy which may result from differ
ences in such requirements in other states; and may pro
vide for relaxation or suspension o f such requirements in
regard to applicants who certify that they do not intend to
engage in the practice o f public accountancy, and for in
stances o f individual hardship.
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Comment
This section provides for the issuance of permits to engage in
the practice o f public accounting. CPAs and grandfathered PAs
who meet the prescribed qualifications are issued permits.
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The board may issue a permit to a new certificate hold
er who has satisfied an experience requirement or who has sub
mitted evidence that in the board’s judgment indicates that he
has sufficiently prepared himself to qualify for public practice.
It is the policy o f the AICPA that five years o f college study are
needed to obtain the com m on bod y o f knowledge required to
be a CPA. For those who meet this standard, it is recomm end
ed that no qualifying experience be required. It is the board’s
obligation to assure that the quality o f the education submitted
for approval meets the criteria of a professional education.
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This section empowers the state board to require that certif
icate holders in public practice maintain their professional
credentials by enrolling in acceptable programs of study. A c
countancy is not a static discipline to be learned once and
thereafter retained. Accountancy is in a continual stage o f de
velopment in response to needs in the public and private sectors.
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The nature of accounting is such that the ability to practice
across state lines has assumed great importance. While rec
ognizing that the public interest requires continuing education,
it is necessary to establish consistent requirements to assure
that a practitioner in one state does not lose his ability to prac
tice simply because he has not com plied with the technicalities
of a continuing education requirement established in another
state to which he moves or is transferred. The comments made
in Section 3 dealing with the board’s pow er to require con
tinuing education are applicable to this section as well.
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The following guidelines on continuing education were rec
ommended by the AICPA’s governing Council:
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Continuing Education Guidelines

2

for Adoption by Boards of Accountancy
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I.
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B. The effective date of the requirement should be three
years after its adoption. With respect to any individual,
the regulation should becom e effective on the effective
date o f the requirement or three years after his initial
registration, whichever is later.
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C. The board of accountancy should have authority to
make exceptions for reasons o f health, military service,
foreign residency, retirement, etc.
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Basic Requirement
A. In the last three-year period immediately preceding re
registration, the applicant must have com pleted 120
hours or 15 days of acceptable continuing education (a
one-day program should be considered to equal 8
hours).
1. Measurement is in full hours only (a fifty minute pe
riod equals one hour).
2. Only class hours or the equivalent (and not hours
devoted to preparation) are counted.
3. Service as lecturer or discussion leader will be in
cluded to the extent that it contributes to his profes
sional com petence (repetitious presentations should
not be counted).

II. Programs Which Qualify
A. The overriding consideration in determining whether
a specific program qualifies is that it should be a “ for
mal program of learning which contributes directly to
the professional com petence of an individual after he
has been licensed to practice public accounting.”
B. Formal programs requiring class attendance should
qualify only if—
1. An outline is prepared in advance and preserved.
2. The program is at least one hour (fifty minute pe
riods) in length.
3. The program is conducted by a qualified instructor.
4. A record of registration or attendance is maintained.
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C. The following qualify provided the above are met:
1. Professional development programs of the AICPA
and the state societies.
2. Technical sessions at meetings of AICPA, state so
cieties and chapters.
3. University or college courses
a) Credit courses—each semester hour credit shall
equal 15 hours toward the requirement. A quar
ter hour credit shall equal 10 hours.
b) Non-credit short courses.
4. Formal organized in-firm educational programs.
5. Programs in other organizations (accounting, in
dustrial, professional, etc.).
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D. Formal correspondence or other individual study pro
grams which require registration and provide evidence
o f satisfactory completion will qualify with the amount
o f credit to be determined by the board of accountancy.
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E. The state board o f accountancy should look to the state
society for assistance in interpreting the acceptability
of and credit to be allowed for individual courses. The
American Institute o f CPAs offers its assistance, on re
quest o f state boards or state societies, in making these
evaluations.
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III. Controls and Reporting
A. The candidate should provide a signed statement of the
continuing education in which he has participated
showing—
1. Sponsoring organization.
2. Location o f course.
3. Title and/or description o f content.
4. Dates attended.
5. Hours claimed.

SECTION 13
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R evocation or Suspension of C ertificate
OR R egistration or P ermit

After notice and hearing as provided in Section 15 o f this Act,
the Board may revoke, or may suspend for a period not to exceed
----- years, any certificate issued under Section 4 of this Act, or
any registration granted under Section 6 o f this Act, or may re-
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voke, suspend, or refuse to renew any permit issued under Sec
tion 12 o f this Act or may censure the holder o f any such per
mit for any one or any combination o f the following causes:
(a) Fraud or deceit in obtaining a certificate as certified
public accountant or in obtaining registration under this
Act or in obtaining a permit to practice public accounting
under this Act.
(b) Dishonesty, fraud, or gross negligence in the practice o f
public accounting.
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(c) Violation o f any o f the provisions o f Section 17 o f this Act.
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(d) Violation o f a rule of professional conduct promulgated by
the Board under the authority granted by this Act.
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(e) Conviction o f a felony under the laws o f any state or o f the
United States.
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(f) Conviction o f any crime, an element of which is dishonesty
or fraud, under the laws o f any state or o f the United States.
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(g) Cancellation, revocation, suspension, or refusal to renew
authority to practice as a certified public accountant or a
public accountant by any other state for any cause other
than failure to pay an annual registration fee in such other
state.
(h) Suspension or revocation o f the right to practice before any
state or federal agency.
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(i)

Failure (1) o f a certificate holder or registrant to obtain an
annual permit under Section 12 within either (i) three years
from the expiration date o f the permit to practice last ob 
tained or renewed by said certificate holder or registrant or
(ii) three years from the date upon which the certificate
holder or registrant was granted his certificate or registra
tion, if no permit was ever issued to him, unless such failure
shall have been excused by the Board under and pursuant
to the provisions o f Section 12; or (2) o f a certificate holder
to furnish evidence of satisfaction o f requirements of con
tinuing education as required by the Board under and pur
suant to Section 12 or to meet any conditions in respect
o f continuing education which the Board may have ordered
in respect o f such certificate holder under that section.

(j)

Conduct discreditable to the public accounting profession.
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Comment
This section defines the offenses for which, subject to notice
and hearing, permission to practice as a certified public ac
countant or public accountant may be revoked or suspended.

SECTION 14

R evocation or Suspension of P artnership
C orporation R egistration or P ermit

or
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After notice and hearing as provided in Section 15 o f this Act,
the Board shall revoke the registration and permit to practice o f
a partnership or corporation if at any time it does not have all
the qualifications prescribed by the section o f this Act under
which it qualified for registration.
After notice and hearing as provided in Section 15 o f this Act,
the Board may revoke or suspend the registration of a partner
ship or corporation or may revoke, suspend, or refuse to renew
its permit under Section 12 to practice or may censure the hold
er o f any such permit for any o f the causes enumerated in Sec
tion 13 or for any o f the following additional causes:
(a) The revocation or suspension of the certificate or registra
tion or the revocation or suspension or refusal to renew the
permit to practice of any partner or shareholder.
(b) The cancellation, revocation, suspension, or refusal to re
new the authority o f the partnership or corporation, or any
partner or shareholder thereof, to practice public account
ing in any other state for any cause other than failure to pay
an annual registration fee in such other state.
Comment
This section gives the board the authority to take action
against a partnership or corporation whose principals violate
Section 13 or do not maintain all the qualifications prescribed
by law to permit such partnership or corporation to continue
practice o f public accounting. The board may take direct action
against the partnership or corporation or a partner or share
holder o f such corporation or partnership.
The public interest requires that the laws enacted to regulate
the profession of public accounting be enforced and that the
power o f enforcement be delegated to the appropriate state
agency.
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SECTION 15
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(a) Commencement of Proceeding. The Board may initiate
proceedings under this Act either on its own motion or on
the complaint o f any person.
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H earings B efore B oard— N otice— P rocedure
— R eview

(b) Notice-Service and Contents. A written notice stating the
nature o f the charge or charges against the accused and the
time and place o f the hearing before the Board on such
charges shall be served on the accused not less than 30 days
prior to the date o f said hearing either personally or by mail
ing a cop y thereof by registered mail to the address of the
accused last known to the Board.
(c) Failure to Appear. If, after having been served with the
notice o f hearing as provided for herein, the accused fails to
appear at said hearing and defend, the Board may proceed
to hear evidence against him and may enter such order as
shall be justified by the evidence, which order shall be final
unless he petitions for a review thereof as provided here
in; provided, however, that within 30 days from the date of
any order, upon a showing o f good cause for failing to ap
pear and defend, the Board may reopen said proceedings
and may permit the accused to submit evidence in his
behalf.
(d) Counsel—Witnesses—Cross-Examination. At any hearing
the accused may appear in person and by counsel, produce
evidence and witnesses on his own behalf, cross-examine
witnesses, and examine such evidence as may be produced
against him. A corporation may be represented before the
Board by counsel or by a shareholder who is a certified pub
lic accountant or public accountant of this State in good
standing. The accused shall be entitled, on application to
the Board, to the issuance o f subpoenas to com pel the at
tendance o f witnesses on his behalf.
(e) Subpoenas—Oaths. The Board or any member thereof may
issue subpoenas to com pel the attendance of witnesses and
the production o f documents and may administer oaths,
take testimony, hear proofs, and receive exhibits in evidence
in connection with, or upon hearing under, this Act. In case
o f disobedience to a subpoena, the Board may invoke the
aid o f any court of this State in requiring the attendance
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and testimony of witnesses and the production of documen
tary evidence.
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(f) Evidence. The Board shall not be bound by technical rules
o f evidence.

3
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(g) Record. A stenographic record o f the hearings shall be
kept and a transcript thereof filed with the Board.

5

(h) Attorney for the Board. At all hearings, the Attorney Gen
eral of this State, or one o f his assistants designated by
him, or such other legal counsel as may be em ployed, shall
appear and represent the Board.

7

(i)
(j)

Decision. The decision o f the Board shall be by majority
vote thereof.
Review b y Court. Anyone adversely affected by any order
o f the Board may obtain a review thereof by filing a written
petition for review with t h e _______ Court within 30 days
after the entry o f said order. The petition shall state the
grounds upon which the review is asked and shall pray that
the order o f the Board be m odified or set aside in whole or
in part. A cop y o f such petition shall be forthwith served
upon any member o f the Board and thereupon the Board
shall certify and file in the Court a transcript o f the record
upon which the order complained o f was entered. The case
shall then be tried de novo on the record made before the
Board, without the introduction o f new or additional ev
idence, but the parties shall be permitted to file briefs as in
an ordinary case at law. The Court may affirm, m odify, or
set aside the Board’s order in whole or in part or may remand
the case to the Board for further evidence and may, in its
discretion, stay the effect o f the Board’s order pending its
determination o f the case. The Court’s decision shall have
the force and effect o f a decree in equity.

Comment
This section protects the rights of individuals who are ac
cused o f violating the law or rules and regulations promul
gated by the board of accountancy. Due process is a right
guaranteed to all by our federal Constitution and any decision
made by a state agency which denies a person his right o f due
process will be rejected by the courts on that basis.
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SECTION 16 R einstatement
Upon application in writing and after hearing pursuant to
notice, the Board may issue a new certificate to a certified pub
lic accountant whose certificate shall have been revoked or
may permit the reregistration o f anyone whose registration
has been revoked or may reissue or m odify the suspension of
any permit to practice public accounting which has been re
voked or suspended.

SECTION 17 A cts D eclared U nlawful
(a) Except as permitted by the Board pursuant to Subsection
18 (c) o f this Act, no person shall assume or use the title or
designation “ certified public accountant” or the abbrevia
tion “ CPA” or any other title, designation, words, letters,
abbreviation, sign, card, or device tending to indicate that
such person is a certified public accountant, unless such
person has received a certificate as a certified public ac
countant under Section 4 o f this Act, holds a permit issued
under Section 12 o f this Act which is not revoked or sus
pended (herein after a “ live permit” ), and all o f such per
son’s offices in this State for the practice o f public account
ing are maintained and registered as required under Sec
tion 11, provided, however, that a foreign accountant who
has registered under the provisions o f Section 7 o f this Act,
and who holds a live permit issued under Section 12 o f this
Act, may use the title under which he is generally known
in his country, follow ed b y the name of the country from
which he received his certificate, license, or degree.
(b) N o partnership or corporation shall assume or use the title
or designation “ certified public accountant” or the abbrevi
ation “ CPA” or any other title, designation, words, letters,
abbreviation, sign, card, or device tending to indicate that
such partnership or corporation is com posed o f certified
public accountants unless such partnership or corporation
is registered as a partnership or corporation o f certified
public accountants under Section 9 o f this Act, holds a live
permit issued under Section 12 o f this Act, and all offices o f
such partnership or corporation in this State for the prac
tice o f public accounting are maintained and registered as
required under Section 11.
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(c) N o person shall assume or use the title or designation
''public accountant” or any other title, designation, words,
letters, abbreviation, sign, card, or device tending to indi
cate that such person is a public accountant, unless such
person is registered as a public accountant under Section 6
o f this Act, holds a live permit issued under Section 12 o f
this Act, and all o f such person’s offices in this State for the
practice o f public accounting are maintained and registered
as required under Section 11, or unless such person has
received a certificate as a certified public accountant un
der Section 4 o f this Act, holds a live permit issued under
Section 12 o f this Act, and all o f such person’s offices in this
State for the practice o f public accounting are main
tained and registered as required under Section 11.
(d) N o partnership or corporation shall assume or use the title
or designation "public accountant” or any other title, desig
nation, words, letters, abbreviation, sign, card, or device
tending to indicate that such partnership or corporation is
com posed o f public accountants, unless such partnership or
corporation is registered as a partnership or corporation o f
public accountants under Section 10 o f this Act or as a
partnership or corporation o f certified public accountants
under Section 9 of this Act, holds a live permit issued
under Section 12 o f this Act, and all offices o f such partner
ship or corporation in this State for the practice o f public
accounting are maintained and registered as required un
der Section 11.
(e) N o person, partnership, or corporation shall assume or use
the title or designation "certified accountant,” "chartered
accountant,” "enrolled accountant,” "licensed accountant,”
"registered accountant,” "accredited accountant,” or any
o ther title or designation likely to be confused with "certi
fied public accountant” or "public accountant,” or any o f
the abbreviations "C A ,” "PA ,” "E A ,” "RA ,” "L A ,” or
"AA,” or similar abbreviations likely to be confused with
"C P A ” ; provided, however, that anyone who holds a live
permit issued under Section 12 o f this Act and all o f whose
offices in this State for the practice o f public accounting are
maintained and registered as required under Section 11
may hold himself out to the public as an "accountant” or
"auditor” ; and provided further that a foreign accountant
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registered under Section 7 who holds a live permit issued
under Section 12 and all o f whose offices in this State for
the practice o f public accounting are maintained and regis
tered as required under Section 11 may use the title under
which he is generally known in his country, follow ed by the
name o f the country from which he received his certificate,
license, or degree.
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(f) N o person shall sign or affix his name or any trade or as
sumed name used by him in his profession or business to
any opinion or certificate attesting in any way to the re
liability o f any representation or estimate in regard to any
person or organization embracing (1) financial information
or (2) facts respecting compliance with conditions estab
lished by law or contract, including but not limited to stat
utes, ordinances, regulations, grants, loans, and appropria
tions, together with any wording accompanying or con
tained in such opinion or certificate, which indicates (A)
that he is an accountant or auditor, or (B) that he has expert
knowledge in accounting or auditing, unless he holds a live
permit issued under Section 12 o f this Act and all o f his o f
fices in this state for the practice o f public accounting are
maintained and registered under Section 11; provided,
however, that the provisions o f this subsection shall not pro
hibit any officer, employee, partner, or principal o f any orga
nization from affixing his signature to any statement or
report in reference to the affairs o f said organization with
any wording designating the position, title, or office which
he holds in said organization, nor shall the provisions o f this
subsection prohibit any act o f a public official or public em
ployee in the performance o f his duties as such.
(g) N o person shall sign or affix a partnership or corporate
name to any opinion or certificate attesting in any way to
the reliability o f any representation or estimate in regard
to any person or organization embracing (1) financial in
formation or (2) facts respecting compliance with condi
tions established by law or contract, including but not
limited to, statutes, ordinances, regulations, grants, loans,
and appropriations, together with any wording, accom 
panying or contained in such opinion or certificate, which
indicates that such partnership or corporation is com posed
o f or employs (A) accountants or auditors or (B) persons
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having expert knowledge in accounting or auditing, unless
the partnership or corporation holds a live permit issued
under Section 12 o f this Act and all of its offices in this
State for the practice o f public accounting are maintained
and registered as required under Section 11.
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(h) N o partnership or corporation not holding a live permit
issued under Section 12 o f this Act shall hold itself out to
the public as an “ accountant” or “ auditor” by use o f either
or both o f such words on any sign, card, letterhead or in any
advertisement or directory without indicating thereon or
therein that such partnership or corporation does not hold
such a permit; provided, that this subsection shall not pro
hibit any officer, employee, partner, or principal of any or
ganization from describing himself by the position, title, or
office he holds in such organization, nor shall this subsec
tion prohibit any act o f public official or public employee
in the performance o f his duties as such.

6

(i)

18
19

N o person shall assume or use the title or designation “ cer
tified public accountant” or “ public accountant” in con
junction with names indicating or implying that there is a
partnership or corporation, or in conjunction with the desig
nation “ and Com pany” or “ and C o.” or a similar designa
tion if, in any such case, there is in fact no bona fide
partnership or corporation registered under Section 9 or 10
o f this Act; provided that a sole proprietor or partnership
lawfully using such title or designation in conjunction
with such names or designation on the effective date of this
Act may continue to do so if he or it otherwise complies
with the provisions o f this Act.

Comment
Paragraphs (a), (b), (c), (d), (e), and (f) of this section protect
the public from the unauthorized use o f the title “ CPA,” “ cer
tified public accountant” and “ public accountant.” All persons
other than CPAs and PAs are prohibited from using the title or
any other title that may be confusing and deemed to imply
that one is a CPA or public accountant. Partnerships and cor
porations that are not registered with the board of public ac
countancy as certified public accounting or public accounting
firms are prohibited from using any title which may indicate
that they are CPA or public accounting firms.

35

7

8
9
10
11
12

13
14
15
16
17

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

1

2
3
4
5

6
7

8
9
10

11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

Paragraphs (g) and (h) o f this section restrict the performance
of the attest function to persons who hold a permit to practice
public accountancy pursuant to Section 12 o f this act.
The attest function of the accountant is of great importance
to the public. The public interest requires that only those who
are recognized by the state as being professional accountants
be permitted to perform the attest function. This section, there
fore, subject to an exception for grandfathered public accoun
tants, permits an individual to represent himself as a profes
sional accountant only if such individual has proven his com 
petence as a CPA.
Paragraph (i) prohibits a partnership or corporation that
does not have a permit issued under Section 12 from holding
itself out to the public as an accounting or auditing firm. This
provision specifically does not prohibit an employee, partner,
or principal of any organization from describing himself or his
position or title o f office that he holds in the organization as an
accountant or an auditor.
Paragraph (j) prohibits the use o f the title or designation “cer
tified public accountant” or “public accountant” in conjunc
tion with names indicating or implying that there is a partner
ship or corporation when, in fact, there is no such partnership
or corporation.

SECTION 18 E xceptions— A cts N ot P rohibited
(a) Nothing contained in this Act shall prohibit any person not
a certified public accountant or public accountant from
serving as an em ployee of, or an assistant to, a certified
public accountant or public accountant or partnership or
corporation com posed of certified public accountants or
public accountants holding a permit to practice issued
under Section 12 o f this Act or a foreign accountant regis
tered under Section 7 o f this Act, provided that such em
ployee or assistant shall not issue any accounting or finan
cial statement over his name.
(b) Nothing contained in this Act shall prohibit a certified pub
lic accountant or a registered public accountant of anoth
er state, or any accountant who holds a certificate, degree,
or license in a foreign country, constituting a recognized
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qualification for the practice o f public accounting in such
country, from temporarily and periodically practicing in
this State if he is conducting a regular practice in such
other state or foreign country, provided that such tem
porary practice is conducted in conformity with the regu
lations and rules o f professional conduct promulgated by
the Board.
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(c) The Board by regulation may permit persons holding a cer
tificate issued pursuant to Section 4 o f this Act but do not
hold a live permit issued pursuant to Section 12 to assume
or use the title or designation "‘certified public accoun
tant” or the abbreviation “ CPA” or any other title, desig
nation, words, letters, abbreviation, sign, card, or device
tending to indicate that such person is a certified public
accountant, provided (A) that the Board has not revoked,
suspended, or refused to renew a permit previously issued
to such person pursuant to Section 12; (B) that such as
sumption or use is not incident to the practice o f public ac
countancy; and (C) that such assumption or use is not in
conjunction with or incident to any opinion or certificate
within the purview o f subsections 17(f) and (g) o f this Act.

8

SECTION 19 I njunction A gainst U nlawful A cts
Whenever, in the judgment o f the Board, any person has
engaged, or is about to engage, in any acts or practices which
constitute, or will constitute, a violation o f Section 17 o f this
Act, the Board may make application to the appropriate court
for an order enjoining such acts or practices, and upon a show
ing by the Board that such person has engaged, or is about to
engage, in any such acts or practices, an injunction, restrain
ing order, or such other order as may be appropriate shall be
granted by such court without bond.

22

SECTION 20 M isdemeanors— P enalty
Any person who violates any provision o f Section 17 o f this
Act shall be guilty of a misdemeanor, and upon conviction
thereof, shall be subject to a fine o f not more than five hundred
dollars or to imprisonment for not more than one year or to
both such fine and imprisonment. Whenever the Board has rea
son to believe that any person is liable to punishment under this
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section, it may certify the facts to the Attorney General o f this
State (or other appropriate enforcement officer) who may,
in his discretion, cause appropriate proceedings to be brought.

SECTION 21 Single A ct E vidence of P ractice
The display or uttering by a person o f a card, sign, advertise
ment, or other printed, engraved, or written instrument or de
vice bearing a person’s name in conjunction with the words
“ certified public accountant” or any abbreviation thereof, or
“public accountant” or any abbreviation thereof, shall be
prima facie evidence in any action brought under Section 19 or
Section 20 o f this Act that the person whose name is so dis
played caused or procured the display or uttering o f such
card, sign, advertisement, or other printed, engraved, or writ
ten instrument or device and that such person is holding him
self out to be a certified public accountant or a public accoun
tant. In any such action evidence o f the commission o f a single
act prohibited by this Act shall be sufficient to justify an injunc
tion or a conviction without evidence o f a general course o f
conduct.

SECTION 22

O wnership
P apers

of

A ccountants’ W orking

All statements, records, schedules, working papers, and
memoranda made by a certified public accountant or public
accountant incident to, or in the course of professional service
to, clients by such accountant, except reports submitted by a
certified public accountant or public accountant to a client,
shall be and remain the property o f such accountant, in the
absence o f an express agreement between such accountant and
the client to the contrary. N o such statement, record, sched
ule, working paper, or memorandum shall be sold, trans
ferred, or bequeathed, without the consent o f the client or his
personal representative or assignee, to anyone other than one
or more surviving partners or new partners o f such accountant
or to his corporation.
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SECTION 23 C onstruction
I f any provision o f this Act or the application thereof to any
one or to any circumstances is held invalid, the remainder of
the Act and the application o f such provision to others or other
circumstances shall not be affected thereby.

SECTION 24 R epeal P rovisions
_________________________________________________________
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and

(here refer to existing legislation)
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all other acts or parts o f acts in conflict herewith are hereby re
pealed, provided, however, that nothing contained in this Act
shall invalidate or affect any action taken under any law in ef
fect prior to the effective date hereof, nor shall invalidate or
affect any proceeding instituted under such law before the ef
fective date hereof.
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SECTION 25 E ffective D ate
This Act shall take effect on _
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